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(b) FSA shall process the CCC release 
of paper receipts or EWRs where such a 
release is appropriate. 

[70 FR 33799, June 10, 2005. Redesignated at 74 
FR 15656, Apr. 7, 2009] 

§ 1421.420 Inspections and reviews. 
The books, documents, papers, and 

records of the DMA and parent com-
pany shall be maintained for six years 
after the applicable crop year and shall 
be made available to CCC for inspec-
tion and examination at all reasonable 
times. At any time after an application 
is received, CCC shall have the right to 
examine all books, documents, papers, 
and determine whether the DMA is op-
erating or has operated in accordance 
with the regulations in this part, any 
articles of incorporation, articles of as-
sociation, partnership documents, 
agreements with producers, the rep-
resentations made by the DMA in its 
application for approval, and, where 
applicable, its agreements with CCC. If 
the DMA is determined to be not com-
plying with this part or any of its 
agreements, CCC will take appropriate 
action as provided in elsewhere in this 
subpart or other action CCC deter-
mines appropriate. 

[70 FR 33799, June 10, 2005. Redesignated at 74 
FR 15656, Apr. 7, 2009] 

§ 1421.421 Appeals. 
Parts 11 and 780 of this title apply to 

this subpart. 

[70 FR 33799, June 10, 2005. Redesignated at 74 
FR 15656, Apr. 7, 2009] 

PART 1423—COMMODITY CREDIT 
CORPORATION APPROVED 
WAREHOUSES 

Sec. 
1423.1 Applicability. 
1423.2 Administration. 
1423.3 Definitions. 
1423.4 General requirements. 
1423.5 Application requirements. 
1423.6 Financial information documentation 

requirements. 
1423.7 Net worth alternatives. 
1423.8 Approval or rejection. 
1423.9 Examination of warehouses. 
1423.10 Exceptions for United States Ware-

house Act licensed warehouses. 
1423.11 Delivery and shipping standards for 

cotton warehouses. 

1423.12 Application, inspection, and annual 
agreement fees. 

1423.13 Appeals, suspensions, and debar-
ment. 

AUTHORITY: 15 U.S.C. 714b and 714c. 

SOURCE: 71 FR 35773, June 22, 2006, unless 
otherwise noted. 

§ 1423.1 Applicability. 

(a) This part sets forth the terms and 
conditions for approval of a warehouse 
operator by the Commodity Credit Cor-
poration (CCC) to store and handle CCC 
interest commodities, which are owned 
by CCC and, as may be required under 
parts 1421, 1427 and 1435 of this title, 
with respect to commodities pledged as 
security for a loan made by CCC. CCC 
may require that a warehouse enter 
into a storage agreement under this 
part to store such commodities. The 
execution of such a storage agreement 
by CCC does not constitute a commit-
ment that CCC will use the warehouse. 

(b) By entering into a storage agree-
ment with CCC, the warehouse oper-
ator agrees to comply with the terms 
and conditions of the storage agree-
ment. 

§ 1423.2 Administration. 

On behalf of CCC, the Farm Service 
Agency (FSA) will administer this part 
under the supervision of the Deputy 
Administrator for Commodity Oper-
ations (Deputy Administrator), FSA. 

§ 1423.3 Definitions. 

Agreement means agreements cov-
ering storage and handling of any such 
commodity CCC may determine appro-
priate for storage. 

KCCO means the FSA, Kansas City 
Commodity Office. 

Warehouse means a building, struc-
ture, or other protected enclosure, in 
good state of repair, and adequately 
equipped to receive, handle, store, pre-
serve, and deliver the applicable com-
modity. 

Warehouse operator means an indi-
vidual, partnership, corporation, asso-
ciation, or other legal entity engaged 
in the business of storing or handling 
for hire, or both, the applicable com-
modity. 
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§ 1423.4 General requirements. 
(a) Unless otherwise provided in this 

part, approved warehouse operators 
must maintain a current and valid li-
cense for the kind of storage operation 
for which the warehouse operator seeks 
approval if such a license is required by 
State or local laws or regulations and 
maintain accurate and complete inven-
tory and operating records. 

(b) Approved warehouse operators 
may only use pre-numbered warehouse 
receipts, or pre-assigned ranges of 
numbers for electronic warehouse re-
ceipts as set forth in the agreement, 
and may only use pre-numbered scale 
tickets, if applicable, as CCC may ap-
prove. 

(c) In addition, the warehouse oper-
ator must: 

(1) Be in compliance with state and 
local laws regarding fire safety; 

(2) Furnish a copy of any written 
lease agreement to CCC with the appli-
cation. All leases are subject to CCC 
approval; and 

(3) Have sufficient employees and 
management with technical qualifica-
tions and skills in the warehousing 
business regarding the commodities 
subject to the agreement. 

(d) Unless otherwise provided in this 
part, each approved warehouse shall: 

(1) Be maintained under the control 
of the warehouse operator; 

(2) Be maintained in a good state of 
repair; and 

(3) Maintain adequate equipment to 
receive, handle, store, preserve and de-
liver the applicable commodity. 

§ 1423.5 Application requirements. 
To apply for approval under this 

part, a warehouse operator shall sub-
mit to CCC the following: 

(a) An application as prescribed by 
CCC for the applicable commodity stor-
age agreement; 

(b) Evidence of compliance with 
§ 1423.4; 

(c) Current financial information suf-
ficient to meet the requirements of 
§ 1423.6; 

(d) For State licensed or non-licensed 
warehouse operators, a sample copy of 
the warehouse operator’s warehouse re-
ceipts or electronic warehouse receipt 
record descriptor when applicable; and 

(e) Such other documents or informa-
tion as CCC may require to make a de-
termination that the warehouse oper-
ator can comply with the provisions of 
this part. 

§ 1423.6 Financial information docu-
mentation requirements. 

To be approved under this part, a 
warehouse operator shall submit a cur-
rent financial statement at the time of 
application, and annually thereafter, 
as provided for in the applicable stor-
age agreement. 

§ 1423.7 Net worth alternatives. 

Warehouse operators with net worth 
equal to or greater than the minimum 
net worth required, but less than the 
total net worth for the commodity in-
volved in the particular agreement, 
may satisfy the net worth deficiency 
by furnishing one of the following: 

(a) A bond which: 
(1) Is executed by a surety approved 

by the U.S. Department of the Treas-
ury so long as the surety maintains 
someone authorized to accept service 
of legal process in the State where the 
warehouse is located. 

(2) Is executed on either a bond form 
obtained from CCC, or which is fur-
nished under State law or operational 
rules for non-governmental supervisory 
agencies, if approved by CCC, so long as 
CCC determines that such alternative 
bond: 

(i) Provides adequate protection to 
CCC; 

(ii) Has been executed by a surety ap-
proved by the U.S. Department of the 
Treasury or has an acceptable blanket 
rider and endorsement executed by 
such a surety with the liability of the 
surety under such rider or endorsement 
being the same as that of the surety 
under the original bond; and 

(iii) Is effective for at least 1 year 
and cannot be canceled without 120 
days notice to CCC. Excess coverage on 
a bond for one warehouse will not be 
accepted by CCC against insufficient 
bond coverage on other warehouses; 

(b) Cash and negotiable securities. 
Any such cash or negotiable securities 
accepted by CCC will be returned to the 
warehouse operator when the period for 
which coverage was required has ended 
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and CCC determines there is no liabil-
ity under the storage agreement; 

(c) An irrevocable letter of credit 
meeting CCC requirements that is ef-
fective for at least 1 year and cannot be 
canceled without 120 days notice to 
CCC. The issuing bank must be a com-
mercial bank insured by the Federal 
Deposit Insurance Corporation or a fi-
nancial institution subject to the Farm 
Credit Act, or 

(d) Other alternative instruments 
and forms of financial assurance as the 
Deputy Administrator determines ap-
propriate to secure the warehouse oper-
ator’s compliance with this section. 

§ 1423.8 Approval or rejection. 
(a) CCC will notify warehouse opera-

tors approved under this part in writ-
ing. Such approval does not relieve the 
warehouse operator of any obligation 
under any agreement to CCC or any 
other agency of the United States, and 
does not obligate CCC to use the ware-
house. 

(b) CCC will notify the warehouse op-
erator of rejection under this part in 
writing. The notification will state the 
cause(s) for rejection. CCC will recon-
sider a warehouse for approval when 
the warehouse operator establishes 
that the reasons for rejection have 
been remedied or requests reconsider-
ation of the action and presents to the 
Director, KCCO, in writing, informa-
tion in support of such request. The 
warehouse operator may, if dissatisfied 
with the Director’s determination, ob-
tain a review of the determination and 
an informal hearing by submitting a 
request with the Deputy Adminis-
trator. Appeals shall be as prescribed 
in part 780 of this title. 

[71 FR 35773, June 22, 2006, as amended at 71 
FR 42017, July 25, 2006] 

§ 1423.9 Examination of warehouses. 
Before approval, and while a storage 

agreement is in effect, a warehouse 
must be examined by a person des-
ignated by CCC periodically to deter-
mine compliance with this part. CCC or 
any other agency of USDA shall, at any 
time, have the right to inspect the 
warehouse storage facilities and any 
applicable records. Inspection or exam-
ination by CCC does not absolve the 
warehouse operator of any failure to 

comply with this part that CCC does 
not discover. Failure to allow access to 
facilities as required under this para-
graph will result in rejection or revoca-
tion of approval. 

§ 1423.10 Exceptions for United States 
Warehouse Act licensed ware-
houses. 

The financial requirements, net 
worth alternatives and examination 
provisions of this part do not apply if 
the warehouse operator is licensed 
under the U.S. Warehouse Act (USWA) 
for such commodities, but an examina-
tion under this part will be made of 
such a warehouse whenever CCC deter-
mines such action is necessary to pro-
tect its interests. 

§ 1423.11 Delivery and shipping stand-
ards for cotton warehouses. 

(a) Unless prevented from doing so by 
severe weather conditions, fire, explo-
sion, flood, earthquake, insurrection, 
riot, strike, labor dispute, acts of civil 
or military authority, non-availability 
of transportation facilities or any 
cause beyond the control of the ware-
house operator that renders perform-
ance impossible, the warehouse oper-
ator will: 

(1) Deliver stored cotton without un-
necessary delay. 

(2) Be considered to have delivered 
cotton without unnecessary delay if, 
for the week in question, the ware-
house operator has made available for 
shipment at least 4.5 percent of their 
applicable storage capacity in effect 
during the relevant week of shipment. 

(b) The warehouse operator shall pro-
vide a written report to CCC on a week-
ly basis. The reporting week shall be 
the seven day period starting at mid-
night following the close of business on 
each Saturday and ending at midnight 
after close of business of the following 
Saturday. Before close of business of 
the first business day of the following 
week, the warehouse operator will pro-
vide following information to CCC: 

(1) Bales made available for shipment 
(BMAS) during such week. BMAS is de-
fined as any cotton bales that: 

(i) Have been delivered, or are sched-
uled and ready for delivery during such 
week; and 

VerDate Nov<24>2008 08:33 Feb 22, 2010 Jkt 220021 PO 00000 Frm 00528 Fmt 8010 Sfmt 8010 Y:\SGML\220021.XXX 220021er
ow

e 
on

 D
S

K
5C

LS
3C

1P
R

O
D

 w
ith

 C
F

R



519 

Commodity Credit Corporation, USDA § 1424.2 

(ii) Were scheduled and ready for de-
livery in a previous week, but were not 
picked up by the shipper and remain 
available for immediate loading and 
another shipping date has not been es-
tablished, or such bales are not subject 
to a restocking fee as provided in the 
warehouse operator’s public tariff. 

(2) Active shipping orders, by week; 
and 

(3) Applicable storage capacity that 
is the higher of CCC approved capacity 
or the maximum number of bales 
stored at any time during the applica-
ble crop year. 

(c) The warehouse operator may re-
solve any claim for noncompliance 
from any entity other than CCC with 
the cotton shipping standard in a court 
of competent jurisdiction or through 
mutually agreed upon arbitration pro-
cedures. In no case will CCC provide as-
sistance or representation to parties 
involved in arbitration proceedings 
arising with respect to activities au-
thorized under the Cotton Storage 
Agreement. 

[71 FR 51426, Aug. 30, 2006] 

§ 1423.12 Application, inspection, and 
annual agreement fees. 

Each warehouse operator not li-
censed under USWA shall pay to CCC a 
fee or fees, including an application 
fee, inspection fee, and an annual 
agreement fee for each warehouse ap-
proved by CCC or for which approval is 
sought. The terms and conditions of 
such fees will be set forth in the appli-
cable agreement. 

§ 1423.13 Appeals, suspensions, and de-
barment. 

(a) After initial approval, warehouse 
operators may request that CCC recon-
sider adverse actions when the ware-
house operator establishes that the 
reasons for the action have been rem-
edied or requests reconsideration of the 
action and presents to the Director, 
KCCO, in writing, information in sup-
port of such request. The warehouse 
operator may, if dissatisfied with the 
Director’s determination, obtain a re-
view of the determination and an infor-
mal hearing by submitting a request to 
the Deputy Administrator. Appeals 
shall be as prescribed in part 780 of this 
title, and under such regulations the 

warehouse operator shall be considered 
as a ‘‘participant.’’ 

(b) Suspension and debarment ac-
tions taken under this part shall be 
conducted in accordance with part 1407 
of this chapter. After expiration of the 
suspension or debarment period, a 
warehouse operator may, at any time, 
apply for approval under this part. 

PART 1424—BIOENERGY PROGRAM 

Sec. 
1424.1 Applicability. 
1424.2 Administration. 
1424.3 Definitions. 
1424.4 General eligibility rules. 
1424.5 Agreement process. 
1424.6 Payment application process. 
1424.7 Gross payable units. 
1424.8 Payment amounts. 
1424.9 Reports required. 
1424.10 Succession and control of facilities 

and production. 
1424.11 Maintenance and inspection of 

records. 
1424.12 Appeals. 
1424.13 Misrepresentation and scheme or de-

vice. 
1424.14 Offsets, assignments, interest and 

waivers. 

AUTHORITY: 7 U.S.C. 8108, 15 U.S.C. 714b and 
714c. 

SOURCE: 68 FR 24600, May 7, 2003, unless 
otherwise noted. 

§ 1424.1 Applicability. 

This part sets out regulations for the 
Bioenergy Program (program). It sets 
forth, subject to the availability of 
funds as provided herein, or as may be 
limited by law, the terms and condi-
tions a bioenergy producer must meet 
to obtain payments under this program 
and part from the Commodity Credit 
Corporation (CCC) for eligible bio-
energy production. Additional terms 
and conditions may be set forth in the 
document required to request program 
benefits and in the program contract or 
agreement prescribed by CCC. This pro-
gram is effective October 1, 2002, 
through September 30, 2006. 

§ 1424.2 Administration. 

This part shall be administered by 
the Executive Vice President, CCC, 
under the general direction and super-
vision of the Executive Vice President 
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